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Abstract

This Paper treats five forms of Islamic Investment, namely:

Term-sale, “Salam Sale”, Mudaraba, Speculation/
Mugaradha Deeds [“Soukuk-ul-Mugaradah”]. And Istissna’e.

It mentions the problems Islamic Institutions are facing
upon using each of the above forms for financing purposes, and
shows which of such forms is/, and which is not, compatible with
Islamic Shari’a.

Among the principal problems faced in Sale:

(@)  uncommitment of “the party ordering the purchase”

a and,

(b)  risks of imported goods and,

(c)  debtor’s incapacity or,

(d)  deferment/delaying by a solvent party.

The Paper elaborates the permissible solutions in Murabaha
and Mussawama sales, the fact the selling (goods) before actual or
derivative receipt (of such goods) is not compatible with Islamic
Shari’a. It exposes the questions of charging pre-sale risks on the
customer and the fines/ penalties eventually imposed on delaying
debtor(s). However, it is permissible, that payments may be
declared due and payable before their effective Maturity Dates.

The research paper spots other problems related to the
following and proposes the way-out in each case:

- taxes not admissible in Islamic Shari’a,

- the participation of Usury-taking banks and,
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- cease of debtor.

Risks inherent in “Al Salam Sale” are mainly: the non-
delivery of sold goods and, the non-refunding of the price upon
termination (of the contract) or delaying in refunding such price.
The issue lies in securing the price through mortgage or caution in
addition to checks to be handed over, by Seller, as a guarantee for
the settlement of the price. However, if the corporation is in need
to liquidity, then selling the “Salam Debt” before the actual receipt
of same, will be prohibited in Islamic Shari’a, unless if we have
recourse to “Al Salam-ul-Muwazi” [Parallel Salam] which is
permissible. It is also permissible to accept other alternative to the
“Salam” debt, provided such counterpart/goods be within the
same value of said debt.

The Paper further exposes the ways to avoid risks in
conventional Mudaraba transactions. It gives examples of new
forms of Mudaraba with lesser risks, such as shring with already
existing companies having fixed and negotiable assets or with
companies having fixed assets but do not have any capital.

In “Mugardha Deeds”, risks lie in the nature of the project
for which such deeds are issued. Risks lie as well in the expertise
and trustworthiness of the deeds issuing party who acts also as
Mudarib.

In Istissna’e transactions, considering that most of the
establishments do not possess factories and/or contracting
companies, then the issue will be in the “parallel Istissna’e”. The
other problems faced in this form of transactions will be solved
through Security assignment and the penalties in case of defaults.
Is treated also in this Paper, the issue of Exchange Risks. With
regard to the fact that exchange transactions of deferred payment
basis are not permissible, the solution will be Term-Sale or Term-
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Purchase.

The Paper deals in conclusion with the issue of Insurance. It
states that seeking to avoid Insurance Risks through conventional
Commercial Insurance is prohibited. It is admissible only in case
of necessity.

Alternatively, having recourse to “Co-operative Insurance”
waives such risks.
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